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 An overview of management literature suggests a problem when private sector strategic 
management principles are uncritically applied to public and non profit organisations. The 
author's research analyses the influences of values and leadership on strategy within 4 Australian 
education systems, that is 2 public (TAFE) and 2 non profit (Catholic) systems.1  
 
Public and Non profit Environment 
 
 Theorists from the public and non profit sectors generally credit values and leadership 
with an important role in management decisions about strategy (Bryson 1989; Koteen 1991; Hay 
1990; Jeavons 1993; Nygren et.al. 1994). Australian contributions to this debate from public 
sector theorists (Wilenski 1988; Yeatman 1990) critically discuss the adoption of private sector 
practices within public sector management, which are generally referred to as "managerialist 
reforms". Furthermore, these theorists ponder the ideologies underpinning such practices and the 
affect of managerial practices upon the traditional principles and values of the public service. 
 
 Managerialism is an obscure term to which are ascribed inconsistent meanings. 
In essence, these reforms represent a change in the value-base and, consequently, an ideological 
shift in the consciousness of Australia's political bureaucracy. This shift in the value-base of 
public sector organisations reveals a bias for phenomena that are constructive both socially and 
politically.  
 
 An example of this is when nations begin to blend humanistic and economic goals in 
education. This is the pattern evident among education policy makers in Europe and the United 
States.  
 
 Australia reflects this international trend and the resultant blurring of the traditional 
boundaries between work and education. The Labor Commonwealth government explicitly uses 
education as a vehicle to achieve other policy initiatives associated with micro-economic reform. 
Such a use of education is understood as important for sustaining national economic growth: 
 
  There is little doubt ... that training and education are decisive in national 
competitive advantage ... Education and training constitute perhaps the single 
greatest long-term leverage point available to all levels of government in 
    1 In the 28 dioceses within Australia each Catholic Education Office is commonly referred to as a "CEO". 
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upgrading industry. Improving the education system is an essential priority of 
government and a matter of economic and not just social policy (Porter 
1990:628). 
 
 There is concern about a clash of values when government bureaucracies promote 
education as a means of achieving economic ends. The same can apply to health and welfare.  
 
 There is very little research or literature on the non profit sector in Australia. Even the 
task of defining what organisations belong to this sector is a ongoing debate. The Industry 
Commission's 1994 draft report Charitable Organisations in Australia is to make a significant 
contribution in understanding the non profit sector in Australia. The report identifies non profit 
organisations as community social welfare organisations, concluding there are some 11,000 such 
organisations in Australia employing about 100,000 people, with a combined total annual 
expenditure of $4.4 billion in 1992-1993, of which government contributed $2.5 billion. It 
defines charitable organisations as: 
   
  non government established organisations, associations or trusts that are 
primarily established otherwise than for the purpose of profit or benefit of 
individual members of the organisations, and the principal objects or purposes of 
which are charitable or benevolent... (Industry Commission 1994: xv). 
 
 Catholic education is not specifically included within the terms of reference of the 
Industry Commission's study. But this does not exclude Catholic education from non profit 
status. The Industry Commission received submissions from other organisations not included in 
its study, such as the RSPCA and sporting bodies that are clearly non profit. Furthermore, the 
recommendations of the Commission requires accountability of all non profit organisations 
above a particular level of income or budget, and not only those organisations involved in 
particular areas under the Commission's definition.  
 
 The Australian Bureau of Statistics (ABS) Business Register estimates that there exists a 
minimum of 18,000 non profit organisations that employ about 800,000 people in Australia. 
Similarly, ABS Labour force data suggest non profit organisations employ somewhere between 
four and five percent of Australians (Lyons, 1991:4-5). Such estimates are not an accurate 
representation of the scope of non profit activities in Australia because many non profit 
organisations do not employ people, but rely on voluntary support and labour. ABS data may 
include organisations within categories outside the terms of reference of the Industry 
Commission. This would explain the differences between studies. According to Lyons (1991:5) 
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government grants to non profit organisations totalled just under $3.4 billion. This suggests a non 
profit sector with more categories and much larger than that of the Industry Commission. 
 
 What is evident from the range of surveys is that study of the non profit sector in 
Australia is embryonic, and no clear unitary position can be taken as to its size and scope until 
further research is undertaken. But Catholic education is commonly accepted as non profit and is 
accepted as such in this research. 
 
 While there is very little applied research on the subject of managing church 
organisations, there does appear to be unique issues that pertain to such organisations. Jeavons 
(1993) refers to church organisations as "value expressive". Unlike the social or political values 
espoused by non profit or public organisations, church organisations base their values on "the 
Ultimate". As such, effectiveness and efficiency can be seen in another light, that of a calling to 
faithfully witness to such values. This is the differentiating quality of church-based non profit 
organisations. While revenue is important, the rhetoric concerns itself in a conscious focus on the 
people involved. The motives of employees are not presumed to be monetary. Organisation 
strategy is understood within the perspective of the spiritual foundations. In essence, the "bottom 
line" of such organisations is faithfulness.  
 
 The relationship with the public sector will affect strategy within church-based non profit 
organisations. As public education dominates and thus determines the direction and content of all 
education in Australia, so reforms in public sector management that are linked to micro-
economic reforms are influential in the administration of education generally. The involvement 
of government in education, both internationally and in Australia, suggests an emerging agenda 
that education is recognised as possessing a value to society which is greater than the value to the 
individual. The consequence of such an agenda is that prominence is given to instrumental goals 
in education that subsume other more expressive educational goals.  
 These reforms suggest a new paradigm in public sector management (Davis 1992; 
Corbett 1992) As a consequence (rather than a prior cause) new pressures have emerged for 
education to change, with policy initiative passing from education specialists to those with 
financial and policy control over government. They have applied the same tests of relevance 
demanded of other policy sectors, from transport to primary industries: what are the economic 
costs and returns? In particular, this is manifested in the Australian public sector with program 
management and budgeting procedures. Pressure then comes from two directions: the objectives 
of education and how the education system is managed. This is indicated further in the 
recommendations of the draft Industry Commission report which details government's 
expectations regarding efficiency and accountability within all non profit organisations. The 
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expectation would be that grant-revenue will be attached to meetings these expectations.  
 
Theoretical Framework 
 
 The diversity of views about strategic management held by theorists is not new, and 
reflects the presence of an ongoing debate about its form, content and effectiveness. Mintzberg 
(1990) has contributed to strategic management theory with his notion of intuition and "10 
Schools of Thinking" about strategy. Whittington (1993) has offered generic approaches to 
strategy (Classical, Evolutionary, Systemic, Processual). Miles and Snow (1978) outline four 
strategic orientations (Defender, Prospector, Analyser, Reactor). Porter (1985) is well known as a 
strategic management theorist for his many contributions, of which one is his generic strategies 
(Cost Leadership, Differentiation, Focus). Such contributions to the theory are sometimes 
referred to as "models", "approaches", or "perspectives". These contributions are tools in 
enhancing the theory and practice of strategic management. It would be a simplification of reality 
to suggest any one model is consequent upon another, except by the dialectic process in which a 
new mode of thinking is in some way an attempt to redress imbalances within another approach. 
 
 Ellen Earle Chaffee (1985a, 1985b; Chaffee & Tierney 1988) argues three models of 
strategy are implicit in the strategic management literature: Linear, Adaptive, and Interpretive. 
Chaffee does not claim the models are totally independent or exclusive, but rather a collective of 
similar views, and that the classifications are intended to imply the theorists include topics 
relevant to other models. In this, Chaffee's models of strategy offer a distinct contribution to 
management theory. She considers the models as "diagnostic", that is, more analytical and 
descriptive than prescriptive. Furthermore, Chaffee's models are not sequential but inter-active 
and hierarchical. 
  
  When we say hierarchical, we do not mean sequential ... we mean that the 
interpretive model, complex enough in itself, embraces also the complexities of 
the adaptive and linear models. The adaptive model incorporates the linear 
elements of the person or organisation, but does not include interpretive 
elements. The linear model excludes both adaptation and interpretation (Chaffee 
& Tierney 1988:24). 
  
 In summary, linear strategy is focused on sequential goals and actions, and assumes a 
stable environment. Leadership exerts ultimate influence in determining strategy. Adaptive 
strategy is focused on organisational change in order to assume a position aligned with the 
environment. Subtle variances in products or services are accommodated to achieve this match. 
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Leadership has overall responsibility for strategy, but this can often be a devolved exercise. 
Interpretive strategy focuses on establishing a norm or relationship for business. It is termed a 
"social contract" view of strategy where individuals and organisations cooperate to achieve 
common goals. Leadership exerts influence in shaping this relationship through the management 
of meaning and symbol, which is understood as largely synonymous with values. 
 
 There are theoretical distinctions between the three models. Adaptive strategy departs 
from linear strategy in its monitoring and accommodation of the external environment to the 
extent that the former's focus on change is a means to some niche-seeking end. In this sense the 
adaptive model deals with greater variables than the linear model in strategy formulation. The 
interpretive model is theoretically distinct from both linear and adaptive models with its social 
construction foundations where norms and relationships in strategic management are created. 
This transcends the predominant goal-seeking or niche-seeking activities of the linear and 
adaptive models respectively. 
 
 The variables of environment, values and leadership can be identified and analysed as 
constituent characteristics of linear, adaptive and interpretive strategy. For example: 
 * The role of leadership in creating and communicating and implementing vision 
can be identified as explicit within interpretive strategy more than other models. 
 
 * The entrepreneurial positioning of an organisation within the environment in 
order to secure a favourable niche can be identified as adaptive strategy. 
 * The important role of stakeholders in influencing strategy is assumed to a greater 
degree within the adaptive model. 
 * The influence of values, often manifested in organisational vision, is more suited 
to interpretive strategy's "construction of reality" through mechanisms of 
meaning and symbol. 
 
 Chaffee bases her theory on Boulding's (1986) general systems theory where higher 
levels in a hierarchy subsume those preceding it. The models are not understood as discrete and 
unrelated categories. As an organisation progresses in the hierarchy it learns and includes "what 
it was" in "what it is". This interaction is termed by Chaffee as "ambiguity", and is more the 
norm than exception in organisations. 
 
 The transformational leadership theory of Dunphy and Stace (1990) was used to analyse 
the role of leadership in the case study organisations. Bass (1990) suggests that behaviour 
associated with transactional leadership can be subsumed within the higher moral goals and 
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aspirations of transformational leadership. This understanding of leadership complements 
Chaffee's leadership role within her hierarchical models of strategy. As her interpretive model 
subsumes the other models, so the distinctive leadership within interpretive strategy can subsume 
leadership associated with other models. Leadership within the interpretive model includes the 
affirmation of values and the management of meaning systems among organisational members 
and stakeholders. This is transformational leadership. 
 
 Dunphy and Stace argue there are nine aspects of transformational leadership grouped 
into three action-characteristics: possessing a vision, communicating this vision, and 
implementing it. In possessing vision, leaders perceive a new reality that may challenge and 
break from past assumptions and values. Dunphy and Stace refer to this as "breaking old frames" 
and includes critically questioning the accepted habits of the past - particularly assumptions 
which support values. They demonstrate this in their own lives, through their personal values and 
commitment. Leaders communicate their vision so that it is noticed and timely - perhaps 
dramatised. They remain focused on the importance of other people, and thus influence others in 
becoming committed to the vision. The dramatic quality of this communication process can 
include symbolic and inspirational actions such as changing organisational logos or empowering 
followers with a devolved organisational structure. Dunphy and Stace refer to "seizing the 
moment" in this communication process by responding to the challenges and opportunities in the 
environment. In implementing the vision, leaders establish a momentum for change through 
assembling resourceful people and in creating structures that facilitate the achievement of results 
and the fostering of culture committed to excellence and success. This proactive stance with 
organisations is self-perpetuating in that it creates culture and rituals that are disposed to forming 
"synergistic relationships" at the behest of organisational members, not just leadership. In this 
sense, the vision of a leader is amplified within followers who act on the environment. 
 
Research Method 
 
 It is asserted strategic management possesses factors are not always amenable to 
numerate analysis, yet these factors are useful in the formulation of strategy. Management 
theorists refer to these factors in various ways: "artistry, intuition and serendipity" (Mintzberg 
1987, 1994); "strategic thinking" (Porter 1987; Hickman & Silva 1984); "experience, judgement 
and Intuition" (Wright & Geroy 1991); "commitment" (Ghemawat 1991). So, a qualitative 
methodology was developed for analysis.  
 
 The qualitative case study method is particularly useful in studying the formulation of 
strategy because of the type of data. The formulation of strategy is - by its nature - an exercise of 
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interpreting values, nuances, assumptions, motivations and experience in such a way as to realise 
them in a cohesive theoretical form, such as a plan. Strategic decisions emerge from a context of 
an overall philosophy or driving force. Mintzberg characterises the above process as novel, 
complex and open-ended where an organisation may have little understanding of the real issue it 
faces or of the route to take, and perhaps only a vague idea of what a solution may be. He terms 
the process "serendipitous", where unexpected patterns emerge (Mintzberg 1994:227). 
Qualitative methodology, as distinct from quantitative methodology, is more adept in coalescing 
experience with theory. 
 
 The research method included the triangulation of interviews, observations, and 
document analysis. Various analytical matrices were adapted from Miles and Huberman (1984) 
to enabled within-site and across-site study. Validity and reliability was secured through various 
mechanisms such as multiple sources of evidence, chain of evidence, informant reviews, and 
objective cross-checking.   
 
Research Findings 
 
 The evidence from the case study organisations indicates that the variables that influence 
the formulation of strategy are consonant with Chaffee's models of strategy. The research 
indicates that there is often an overlap or blurring of distinctions between models. For example, 
the influence of stakeholders theoretically aligns more with the adaptive model and this is a 
characteristic of one TAFE organisation's attention to government in its positioning strategy, as 
well as one CEO's attention to parents in its strategy documents. But upon further analysis it can 
be claimed the interpretive model allows for the role leaders play influencing key stakeholders 
and the values they hold in ways favourable to the organisation so the organisation is positioned 
advantageously within a "new reality". This is also a feature of this same TAFE organisation 
given the particular efforts of its leader. It is also a feature of the leadership of this CEO who 
emphasises vision and values in his efforts to use stakeholders in managing the influence of 
government. Both organisations manifest characteristics associated with adaptive and 
interpretive models. Given Chaffee and Tierney's (1988) assertion that strategy models are 
hierarchical, both organisations are more aligned with the interpretive model. 
 
 All case study organisations manifest characteristics associated with the adaptive model 
of strategy. The complex and changing nature of managing education systems was a constant 
reference point in interviews and documents. Perceptions regarding the changing environment 
with its changing stakeholder needs and the challenges of organisational relevancy, indicates 
environment is an important variable influencing strategy formulation. Chaffee and Tierney 
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claim: 
 
  By perceiving the organisation's environment as a complex, ever-changing set of 
consumer or constituency preferences, administrators can utilise adaptive 
strategy to align the institution with its environment through a process of 
organisational change ... Organisational values are ignored or subordinated to 
the demands of the environment, and organisational structure exists to meet 
environmental exigencies (1988:23). 
 
 But for all these organisations, values are important in strategy formulation. For the non 
profit sector, values take a more expressive nature, and for the public sector, they are of a more 
instrumental nature. The researcher could not conclude that values are universally subordinated 
by the case study organisations as the adaptive model suggests. 
 
 Three case study organisations formulate strategy to deal with the environment in a 
manner the researcher could conclude as proactive. This is represented in Figure A. They include 
both TAFE systems and one CEO system. These 3 organisations exhibit a clarity and consensus 
of values, albeit of different orientations. What distinguishes two of these organisations is that 
their strategy formulation and value clarification is assisted by the vision of their individual 
leaders. These 2 organisations - one TAFE and one CEO - are more aligned with Chaffee's 
interpretive model. As Chaffee and Tierney assert, interpretive strategy: 
 
  ... tends to emphasise the values dimension of organisational culture. Such 
strategies proceed from an understanding that the organisation can play a role in 
creating its structure and its environment. Leaders accomplish this by 
communicating and interpreting institutional goals and values (Chaffee & 
Tierney 1988:24). 
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The evidence from the case study organisations in this research project is that  
transformational leadership has a necessary relationship with value consensus, and together these 
form a sufficient condition in strategy formulation within an interpretive model. 
   
  When leaders understand the important link between culture and strategy, they 
are better able to act in the abstruse environment in which higher education 
currently finds itself (Chaffee & Tierney 1988:6). 
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 When organisations do not enjoy clear leadership, as with one TAFE and one CEO 
system, the variable of environment dominates as an influence in strategy formulation, which is 
more aligned to the adaptive model.  
 
 The conclusion of the researcher is that there is a consonance between the practice of 
strategy formulation of the case study organisations within this research project and the strategic 
management literature exhibited by Chaffee's three interactive and hierarchical models of 
strategy. 
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